Pharmaceuticals / Healthcare Services, Bulgaria 25 June 2021

MUOI®INE 5 harma Group Sell
COMPANY

Maintained

Price: BGN 3.60
Price target: BGN 3.48
(From BNG 3.00)

New pharmacy powerhouse? H

ard to say

We maintain our SELL recommendation on Sopharma, with an updated
price target of BGN 3.48/share, or downside of ¢.3%. The pandemic laid
bare the limitations of Sopharma’s drug production business, but also
saw the closing of the acquisition, from its major shareholders, of a
sizable retail pharmacy portfolio for c.BGN 17m (to be paid over five
years). Despite the limited data available, our instinct is to take a
constructive view on the retail expansion and adjust our forecasts
accordingly. We also flag the company’s assertions that internal

Expected events

Stand-alone 2Q21 results
Consolidated 2Q21 results 30 August 2021
Stand-alone 3Q21 results 1 November 2021
Consolidated 3Q21 results 29 November 2021
Stand-alone 4Q21 results 31 January 2022
Consolidated 4Q21 results 1 March 2022

30 July 2021

restructuring is bearing its first fruits in terms of a cohesive commercial FY21 results 29 April 2022

policies, which could, in theory, yield additional upside. Both, however,

put the more important issue of transparency in the spotlight. We Key data

speculate that both developments could inject new life into the

investment story but, unless Sopharma improves the disclosure of the Market Cap EUR 248m

operational KPIs for businesses under its umbrella, we are at a loss as  Free float _ 52.8%

how to credibly reflect it in our forecasts. Until this changes, we would ;héressﬁum:ngmg 134.8m

allocate resources to stories where achieving visibility is a]g;n;lrsvgs;r;ts 26.54%

less challenging. Telecomplect invest 20.68%

Improved earnings outlook following the pharmacy deal. The turnover and &M ADTV EUR 16.5k

gross margin of the trading business have improved markedly in the past two ~ <euters code 3JR.BB
. L Bloomberg Code SFA BU

reported quarters (yoy by 19% and 310bps) due, we believe, to the acquisition SOFIX Index 558

of ¢.150 retail pharmacies last autumn. The company has provided no

substantive details on the new business, much less an outlook; nonetheless, .

we have raised our 2021-23E sales by c.6%, with the EBITDA broadly Price performance

unchanged because, while we raise our outlook on the trading (wholesale and 52-w range BGN 2.90-3.66

retail) turnover and margin for the next three years by c.11% and 154bps, 5. performance 13.9%

respectively, we have also cut our forecast revenues from own products by Relative performance -8.5%

14%, predominantly on the export markets. Simply put, demand has shifted in
favour of generics for chronic ailments, at the expense of Sopharma’s
phytopharmaceuticals-heavy portfolio; product sales fell 7% yoy in 2020 and
19% yoy in 1Q21. We understand that sales may recover in 2H21E, as

Sopharma 12M share price
performance

e SFA BU

SOFIX (rebased)

wholesalers’ stocks are depleted, but from a materially lower base. :g

Financial position largely unchanged since our initiation. Working capital 3.6
management improved to 105 days last year vs. 112 in 2019 (vs. the peer 2‘2‘
median of 11 days, vs. 13). but its gearing remains high, at 3.9x (1Q21). The 3,
additional EBITDA contribution from retail is likely to allow for some 28

deleveraging; we see the end-2023E gearing at 3.4x, vs. 3.6x in our initiation. gy '%'\Q”\ o

3\»«@5§1}»§W@e§rbo§m$§' 0@‘?5«5\" Qé?l X q/?f ®7?¥ 5&‘5‘/
Directors approved plans in May, following EGM approval, to issue up to

44.9m warrants (minimum 22.5m) at issue and strike prices of BGN 0.28 and

BGN 4.71, respectively. We have not adjusted our EPS for the dilutive impact,

which we estimate now at up to 25%. We understand that the proceeds will be

used for expansion (M&A or otherwise), but the details will only be forthcoming

once a prospectus has been filed.

For this year, we see Sopharma trading at an EV/EBITDA of 8.6x and a
PER of 12.4x, both a 4% discount vs. our peer group, respectively. At our
average 2022-23E EV/EBITDA of 7.7x, the stock is trading fully in line with its
pharma wholesalers/producer peers; while, at our average PER of 9.7x, it is
trading at a discount of ¢.16%.

Year Sales EBITDA Net profit EPS EPS DPS P/E EV/EBITDA P/CE Div yield
BGN m BGN m BGNm BGN %yoy BGN (x) x) x) %
2018 1,179 72.3 28.3 0.23 -27% 0.05 18.0 12.1 171 1.2%
2019 1,282 103.7 87.0 0.69 207% 0.12 4.9 8.3 5.9 3.5%
2020 1,440 90.6 20.5 0.16 -76% 0.04 221 10.0 7.0 1.1%
2021E 1,536 107.6 36.6 0.29 79% 0.05 124 8.6 8.7 1.5%
EQUITY 2022E 1631 1154 428 034  17% 012 106 8.0 58 3.3%
2023E 1,710 124.4 51.3 041 20% 0.14 8.8 7.3 4.5 4.0%
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Company snapshot — SELL, PT BGN 3.48

Sopharma
SELL COMPANY DESCRIPTION
Bloomberg ticker 3JRBU Sopharma AD is a Bulgaria-based company that researches, manufactures, and trades
Closing price (BGN) 3.60 ——3IRBU  ——SOFIX (rebased) drugs and chemical pharmaceutical preparations. The company produces and sells a|
Price Target 3.48 3.9 broad spectrum of medicines, phytochemical products, and synthetic drug forms.
. o 3.7 Sopharma AD is located in Sofia, Bulgaria. It is a producer and exporter, with a strong
Upside to PT . -3.4% 35 regional presence. The product portfolio of the company consists of more than 200
Shares outstanding (m) 134.8 33 products. The company produces and markets medicinal substances and dosage forms;
MCAP (EUR m) 248 31 and conducts research, engineering and implementation activites in the field of]
Free float 52.8% 29 phytochemistry, chemistry and pharmaceuticals. Sopharma AD provides services related to
ADTV (EUR k) 16.5 i; production, as well as .to a.ncillary a.nd service activities: Sgpharma AD is a subsidiary of the
52 W Range (BGN) 2.9-3.66 § P N N I P Sopharma Group, MICh is a Ie.adlng producer gnd distributor of health»relateq products.
SN T \@: K The business model is vertically integrated, running through the whole value chain.
RATIOS
PER SHARE RATIOS 2018 2019 2020 2021E  2022E  2023E VALUATION RATIOS 2018 2019 2020 2021E  2022E  2023E|
EPS 0.23 0.69 0.16 0.29 0.34 041 PIE 18.0x 4.9x 22.1x 12.4x 10.6x 8.8x
CFPS 0.24 0.58 0.51 0.42 0.62 0.80 EV/EBITDA 12.1x 8.3x 10.0x 8.6x 8.0x 7.3x
BVPS 3.53 4.13 4.10 4.30 4.45 4.64 PICF 17.1x 5.9x 7.0x 8.7x 5.8x 4.5x
DPS 0.05 0.12 0.04 0.05 0.12 0.14 P/BV 1.1x 0.8x 0.9x 0.8x 0.8x 0.8x
EV/Capital Employed 1.3x 1.2x 1.2x 1.1x 1.1x 1.1x
FINANCIAL RATIOS 2018 2019 2020 2021E  2022E _ 2023E EV/Sales 0.7x 0.7x 0.6x 0.6x 0.6x 0.5x
Gross margin 30.0% 31.5% 27.6% 28.2% 28.2% 28.2% EVIEBIT 22.4x 14.5x 20.6x 17.3x 15.1x 12.8x
EBITDA margin 6.1% 8.1% 6.3% 7.0% 7.1% 7.3% Cash flow- Ops, BGN (m) 29.8 72.4 64.7 52.3 78.2 100.3
EBIT margin 3.3% 4.7% 3.1% 3.5% 3.8% 4.2% EV, BGN (m) 878.0 863.3 907.2 926.0 927.8 910.5
Net margin 2.4% 6.8% 1.4% 2.4% 2.6% 3.0% FCF, BGN(m) -11.0 10.1 64.8 1.0 27.3 54.2]
ROE 6.0% 16.9% 3.7% 6.5% 7.3% 8.4% FCF yield -2.2% 2.4% 14.3% 0.2% 6.0% 12.0%
ROCE 5.2% 8.0% 4.5% 5.8% 6.3% 7.2% Dividend yield 1.2% 3.5% 1.1% 1.5% 3.3% 4.0%
Net debt/EBITDA 4.1x 3.7x 4.5x 4.0x 3.7x 3.3x
Net debt/(cash) to equity 0.6x 0.7x 0.7x 0.7x 0.7x 0.7x

COMPANY FINANCIALS

INCOME STATEMENT, BGN (m) 2018 2019 2020 2021E  2022E _ 2023E BALANCE SHEET, BGN (m) 2018 2019 2020  2021E  2022E _ 2023E]
Sale of Goods 928 993 1,171 1,267 1,345 1,409 Current Assets 530 549 612 679 735 755]
Sale of Finished Products 251 289 269 269 285 301 Cash and equivalents 26 28 25 30 49 42,
Revenues 1179 1.282 1.440 1.536 1,631 1710 Receivables 236 256 251 296 314 325
COGSs -826 -879  -1,043 -1,103 -1,171  -1,227 Inventories 236 230 288 305 323 339
Gross profit 354 403 397 433 460 483 Other 33 36 49 49 49 49
Operating expenses -281 -299 -306 -326 -344 -358 Long Term Assets 481 626 630 624 619 610]
EBITDA 72 104 91 108 115 124 PP&E 325 379 396 394 393 388
Depreciation and Amortization -33 -44 -47 -54 -54 -53 Intangibles 62 43 58 54 50 46
Operating profit 39 60 44 54 61 71 Investments in JV 20 63 63 63 63 63|
Finance Costs (net) and Other -9 27 -33 -16 -19 -19 Other 74 142 113 113 113 113
Profit before tax 35 88 25 46 52 62 Total Assets 1,011 1,175 1,242 1,303 1,354 1,365
Tax -5 -4 -5 -6 -7 -8
Minority interest 2 -3 0 4 3 3 Total Current Liabilities 433 484 544 581 626 616]
Net profit 28.3 87.0 20.5 36.6 42.8 51.3 Trade payables 124 116 165 176 187 196
ST loans 258 292 286 320 354 334
CASH FLOW, BGN (m) 2018 2019 2020 2021E  2022E  2023E Other 51 76 93 85 86 86
Revenue from contracts with customers 1,201.7 11,2154 11,3756 1,481.6 1,598.3 1,686.9 Total Non-current Liabilities 69 115 131 129 117 113
Payments to suppliers -1,142.1 -1,1440 -1,341.0 -1,4449 -1,530.8 -1,590.3 Long-term debt 41 57 35 32 21 17|
Payments for wages and social security -110.7 -120.3 -129.2  -140.2 -147.0 -1535 Other 28 59 96 96 96 96
Taxes paid (profit tax excluded) -56.2 -62.1 -63.4 -73.0 -77.5 -81.3 Total shareholders' equity 476 556 553 580 599 626}
Other -8.4 -9.0 -13.3 -11.3 -12.5 -12.9  Minority interests 33 19 13 13 12 11
CF from Operations -123.8 -1284 -179.2 -194.7 -177.4 -160.3 Totalliab. & equity 1.011 1175 1.242 1.303 1.354 1.365
CAPEX -27.2 -39.0 -24.7 -47.9 -48.9 -44.1
CF from Investments -41.2 -104.2 15 -50.4 -50.9 -46.1 Net Debt 299 384 409 428 431 415
Change in debt 40 49 -28 32 22 -24  Net Working Capital 380 405 422 474 499 518
Proceeds from Factoring 154 201 244 247 256 261 Capital Employed 677 751 783 837 857 866
Interest Paid -2 -2 -2 -2 -2 -2 Total Debt 299 348 321 353 375 351
Dividends Paid -23 -3 -23 -9 -11 -19
Cash from financing activities 166.5 2359 175.7 250.8 247.9 199.2

REVENUE FORECASTS
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Valuation

DCF

We value Sopharma using a 10Y DCF model, with a multiples valuation as a sanity check. On this basis,
we arrive at a DCF-based 12M PT of BGN 3.48/share (previously BGN 3.00/share), or downside of ¢.3%
to the current level. The key assumptions in our DCF model include:

v' A WACC of 8.1% (9.7% previously), starting with a risk free rate of 5% for Bulgaria and an
equity risk premium of 6.0% (both unchanged).

v We apply a levered beta of 1.24x (1.86x previously), starting with an unlevered beta from the
Damodaran sector beta database of 0.80x (1.05x previously) for emerging market drug
producers and 0.50x (0.80x previously) for emerging market healthcare support services. We
use the same 60/40 weighting for the drug producer and healthcare support services
betas, respectively.

v' We calculate the terminal value as the average of: 1) the perpetuity with a 1% terminal growth
rate; and 2) an exit EV/EBITDA of 7.0x (both unchanged).

DCF valuation

BGN m 2021E  2022E  2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
EBIT 53.7 61.5 71.2 77.8 83.0 86.1 89.3 92.8 96.7  100.7
NOPLAT 46.7 53.5 61.9 67.7 72.2 74.9 77.7 80.7 84.2 87.6
Depreciation 53.9 53.9 53.2 52.0 50.3 49.8 49.3 48.6 47.7 46.7
Change in NWC -51.8 -25.6 -183  -187 -179 -166 -162 -168 -17.3  -17.8
Capex -47.9 -48.9 441 447 385 -394 402 411  -419  -428
FCF 0.8 32.9 52.8 56.2 66.1 68.7 70.5 71.4 72.6 73.6
PV of FCF 0.8 30.4 45.2 445 48.4 46.6 44.3 41.5 39.0 36.6
I. Perpetuity (g=1%) Il. EV/EBITDA (7x)
Sum of PV 341 341 Risk-Free Rate 5.0%
PV of Terminal value 517 509 Levered Beta 1.24
Total EV 858 850 Risk premium 6.0%
Net Debt (2020A) -400 -400 Cost of Equity 12.4%
Minority interest -13 -13 Cost of Debt 3.5%
Provisions -7 -7 Tax Rate 13.0%
Equity value 438 429 Effective Cost of Debt 3.0%
Equity value (BGN/sh) 3.25 3.19 Weight of Equity 53.6%
Average 3.22 Weight of Debt 46.4%
12M PT 3.48 WACC 8.1%
Source: WOOD Research
PT sensitivity to WACC and terminal growth rate
WACC/terminal growth -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0%
6.1% 4.39 4.76 5.18 5.68 6.28 7.00 7.91 9.07 10.61
6.6% 3.85 4.15 450 491 5.39 5.97 6.67 7.54 8.66
7.1% 3.37 3.63 3.92 4.26 4.65 5.11 5.67 6.34 7.18
7.6% 2.95 3.17 3.41 3.70 4.02 4.40 4.84 5.38 6.03
8.1% 257 2.76 2.97 3.21 3.48 3.79 4.16 459 5.10
8.6% 2.24 2.40 2.58 2.78 3.01 3.27 3.57 3.92 4.34
9.1% 1.93 2.07 2.23 2.40 2.60 2.82 3.07 3.36 3.70
9.6% 1.66 1.78 1.91 2.06 2.23 2.42 2.63 2.88 3.16
10.1% 1.41 151 1.63 1.76 1.91 2.07 2.25 2.45 2.69
Source: WOOD Research
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Peer valuation table

Name Country Price Mkt Cap PER EV/EBITDA EBITDA margin
(LCU) (EURm) 21E 22E 23E 21E 22E 23E 21E 22E 23E
SOPHARMA AD SOFIA BP 3.60 248 12.4 10.6 8.8 8.6 8.0 7.3 70% 71% 7.3%
Healthcare Service Providers
MCKESSON CORP us 189.2 24,574 11.0 9.8 9.1 8.3 7.5 6.3 18% 18% 1.8%
WALGREENS BOOTS ALLIANCE INC us 51.9 37,646 11.0 10.1 9.5 13.6 7.6 7.3 48% 51% 4.9%
AMERISOURCEBERGEN CORP us 116.9 20,368 13.4 11.7 10.8 8.7 7.8 5.7 1.3% 14% 1.4%
CARDINAL HEALTH INC us 56.4 13,732 9.4 9.2 8.6 7.2 6.3 5.8 1.8% 18% 1.7%
OWENS & MINOR INC us 44.39 2,801 11.1 13.2 11.7 8.9 9.1 8.4 50% 44% 4.4%
SIGMA HEALTHCARE LTD AU 0.59 395 21.9 18.4 14.4 10.8 8.9 6.6 23% 26% 2.7%
JOINTOWN PHARMACEUTICAL-A CH 15.2 3,700 10.8 9.7 8.3 12.0 9.8 8.4 39% 4.0% 4.1%
CHINA NATIONAL MEDICINES-A CH 33.1 3,236 n/a n/a n/a 10.8 9.3 7.7 45% 4.7% 5.0%
ORIOLA CORP -B Fl 1.86 351 26.6 19.2 15.9 7.6 6.3 5.8 34% 3.9% 4.0%
Pharmaceutical producers
PERRIGO CO PLC IR 46.5 5,216 18.0 16.2 14.9 13.5 9.8 9.6 16% 17% 17%
LANNETT CO INC us 4.58 159 84.7 65.4 10.6 9.1 8.0 7.0 17% 19% 20%
DERMAPHARM HOLDING SE GE 69.9 3,763 22.6 221 211 14.4 14.2 13.9 30% 29% 30%
KRKA SV 100.5 3,296 11.2 10.1 n/a 6.6 5.7 n.a. 29%  30% n.a.
RICHTER GEDEON NYRT HU 8,205 4,353 13.9 12.7 11.6 8.3 7.7 6.8 28% 29% 28%
HIKMA PHARMACEUTICALS PLC JO 33.4 9,039 18.2 15.7 14.3 11.6 9.8 8.8 29% 29% 29%
TEVA PHARMACEUTICAL-SP ADR IS 10.1 9,313 3.9 3.6 35 7.3 6.1 54 30% 31% 32%
Peers median 12.9 12.2 10.8 8.9 8.0 7.2
Sopharma vs. peer median -4%  -13% -18% -4% 0% 2%

Source: Bloomberg, WOOD Research

As a sanity check for our DCF valuation, we look at Sopharma’s three-year forward earnings, vs. the
median peer multiples for both healthcare service providers — here, primarily drug distributors — and
pharmaceuticals producers. For the latter group, we have tried to select from peers that have a similar
production portfolio to Sopharma (e.g., Perrigo, Dermapharm), are similar in terms of region (e.g., Krka).
In the end, we see that the median multiples for both groups continue are rather similar — EV/EBITDA
multiples in a range of 8-9x — regardless of the very disparate levels of profitability that characterise the
two different sectors.

On this basis, not applying any trading premia or discounts, on forward PER multiples, we would see a
fair value for Sopharma of BGN 3.81/share, or ¢.6% higher than the current level and ¢.10% higher than
our 12M DCF PT. On the forward EV/EBITDA multiples, we would see a fair value for the stock of
BGN 3.75/share, or 4% above the current share price. The average of the two is BGN 3.78/share, which
is 9% higher than our 12M PT, and 5% upside above the current share price. We note that, compared
to our initiation report, of the c.BGN 0.5/share increase in the multiples-based equity fair value, ¢.40%
comes from higher earnings for the next three years, while the remaining ¢.60% is from peer
multiples expansion.

Peer multiples valuation

PER EV/EBITDA
Peer group avg. multiples 2021-23E 11.8 8.0
Average 2021-23E earnings forecast 44 116
EV 926
Net debt (2019) -400
Minority interest -13
Provisions -7
Equity value 514 506
Price target (BGN/sh) 3.81 3.75
Weight 50% 50%

Weighted price target (BGN/sh)

3.78

Source: Bloomberg, WOOD Research
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Financials

Income statement

BGNm 2017 2018 2019 2020 2021E 2022E 2023E 2024E
Revenue from sales of goods 767.6 928.3 993.1 1,170.5 1,266.5 1,345.2 1,408.6 1,465.0
Revenue from sales of finished products 249.5 250.8 288.5 269.4 269.4 285.5 301.3 310.6
Revenue from contracts with customers 10171  1,179.1 1,281.6 14399 15359 1,630.7 1,709.9 17756
Other operating income/(losses), net 6.7 11.8 12.4 10.2 9.8 10.3 10.7 11.1
Changes in inventories 8.7 8.8 -3.5 1.9 4.1 0.0 0.0 0.0
Materials -90.2 -91.3 -93.2 -89.3 -88.4 -92.7 -96.9 -99.9
Third party services -63.5 -75.9 -75.2 -80.5 -86.2 -88.5 -91.5 -93.2
Employee benefits -101.4 -119.4 -127.1 -133.1 -149.1 -156.4 -163.2 -168.1
Carrying amount of goods sold -680.0 -825.6 -878.5 -1,043.1 -1,1026 -1,171.1 -1,227.0 -1,277.6
Other operating expenses -11.5 -15.3 -12.8 -15.5 -16.0 -16.9 -17.5 -18.0
EBITDA 85.9 72.3 103.7 90.6 107.6 115.4 124.4 129.8
Depreciation and amortizations -30.1 -33.1 -44.0 -46.6 -53.9 -53.9 -53.2 -52.0
Profit from operations 55.8 39.1 59.7 44.0 53.7 61.5 71.2 77.8
Other impairment of non-current assets -0.7 -0.2 -18.9 -4.5 0.0 0.0 0.0 0.0
Finance income 8.4 4.0 11.0 51 5.9 55 5.7 5.8
Finance costs -11.6 -9.7 -12.4 -19.1 -14.8 -15.7 -15.6 -15.0
Finance income / (costs), net -3.3 -5.7 -1.4 -14.0 -8.9 -10.2 -10.0 -9.2
Gain from associates and joint ventures, net 0.4 21 44.7 0.2 1.4 1.0 1.0 1.0
Gain on acquisition and disposal of subsidiaries 0.0 0.0 4.4 -0.3 0.0 0.0 0.0 0.0
Profit before income tax 52.4 35.3 88.4 25.4 46.2 52.3 62.2 69.6
Income tax expense -6.6 -4.7 -4.1 -5.4 -6.0 -6.8 -8.1 -9.0
Non-controlling interests 5.8 2.3 -2.6 -0.5 3.7 2.7 29 2.7
Net profit to equity holders 40.0 28.3 87.0 20.5 36.6 42.8 51.3 57.9
Average shares for EPS 125.8 125.8 125.9 125.8 125.8 125.8 125.8 125.8
EPS 0.31 0.23 0.69 0.16 0.29 0.34 0.41 0.46
DPS 0.11 0.05 0.12 0.04 0.05 0.12 0.14 0.16
Revenues, yoy 16% 16% 9% 12% 7% 6% 5% 4%
EBITDA, yoy 17% -16% 43% -13% 19% 7% 8% 4%
Operating profit, yoy 24% -30% 52% -26% 22% 15% 16% 9%
Net profit, yoy -21% -29% 207% -76% 79% 17% 20% 13%
EBITDA margin 8.4% 6.1% 8.1% 6.3% 7.0% 7.1% 7.3% 7.3%
Operating margin 5.5% 3.3% 4.7% 3.1% 3.5% 3.8% 4.2% 4.4%
Net margin 3.9% 2.4% 6.8% 1.4% 2.4% 2.6% 3.0% 3.3%

Source: Company data, WOOD Research
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Balance sheet

BGN'm 2017 2018 2019 2020 2021E 2022E 2023E 2024E
Property, plant and equipment 317.6 3245 378.6 395.9 394.2 3934 388.0 384.2
Intangible assets 63.4 62.2 42.8 58.3 53.9 49.8 45.9 425
Goodwill 23.1 23.5 15.9 13.3 13.3 13.3 13.3 13.3
Investment properties 9.8 10.4 10.9 11.7 11.7 11.7 11.7 11.7
Investments in associated and joint companies 19.5 20.4 63.0 62.8 62.8 62.8 62.8 62.8
Other long - term equity investments 8.0 8.6 10.1 14.3 14.3 14.3 14.3 14.3
Long-term receivables from related parties 20.6 23.1 91.8 59.7 59.7 59.7 59.7 59.7
Other long-term receivables 4.9 6.4 24 12.0 12.0 12.0 12.0 12.0
Deferred tax assets 13 1.6 10.7 2.0 2.0 2.0 2.0 2.0
Non-current assets 468.4 480.7 626.2 629.9 623.9 618.9 609.7 602.5
Inventories 218.1 235.8 229.9 287.6 304.7 3235 339.2 352.2
Trade receivables 235.2 235.9 255.7 250.7 296.2 313.9 3255 338.7
Receivables from related parties 4.7 9.9 7.1 6.7 8.3 8.3 8.3 8.3
Assets held for sale 0.0 0.0 1.5 0.0 0.0 0.0 0.0 0.0
Other short-term receivables and assets 21.0 22.7 275 41.9 40.5 40.5 40.5 40.5
Cash and cash equivalents 33.3 25.6 275 25.3 29.6 49.2 41.9 35.9
Current assets 512.4 529.9 549.1 612.2 679.3 735.4 755.5 775.7
Total assets 980.7 11,0106 11,1753 1,2421 1,303.2 11,3543 1,365.2 1,378.2
Share capital 134.8 134.8 134.8 134.8 134.8 134.8 134.8 134.8
Reserves 53.6 55.7 61.0 57.7 57.7 57.7 57.7 57.7
Retained earnings 2815 285.1 360.7 360.8 387.8 406.7 433.1 454.4
Equity attributable to equity holders of the parent 469.9 475.6 556.4 553.3 580.3 599.2 625.6 646.9
Non-controlling interests 33.2 33.0 19.3 13.3 13.0 11.7 10.6 9.3
Long-term bank loans 50.5 41.1 56.8 34.6 324 20.7 16.7 17.7
Deferred tax liabilities 13.7 11.8 8.2 7.9 7.9 7.9 7.9 7.9
Long-term liabilities to related parties 0.0 0.0 3.0 8.8 8.8 8.8 8.8 8.8
Long-term payables to personnel 55 6.0 6.6 7.3 7.3 7.3 7.3 7.3
Finance lease liabilities 2.0 25 25.8 49.6 49.6 49.6 49.6 49.6
Government grants 0.0 7.5 10.9 10.4 10.4 10.4 10.4 10.4
Other non-current liabilities 0.2 0.3 4.0 12.4 12.4 12.4 12.4 12.4
Non-current liabilities 80.1 69.2 115.4 1311 128.9 117.2 113.2 114.2
Short-term bank loans 194.2 242.9 274.8 255.3 285.3 328.3 308.3 295.3
Short-term part of long-term bank loans 14.5 14.9 16.7 31.2 35.2 25.6 25.6 21.9
Trade payables 135.2 1245 116.4 164.9 175.9 186.8 195.8 203.4
Payables to related parties 0.8 0.5 7.7 2.4 2.4 2.4 2.4 2.4
Factoring agreement liabilities 19.4 21.8 24.8 36.6 28.1 29.0 29.6 30.8
Short-term part of leasing obligations 0.0 1.2 10.0 18.0 18.0 18.0 18.0 18.0
Payables to personnel and social security 12.9 14.2 15.4 18.0 18.0 18.0 18.0 18.0
Tax payables 7.4 6.7 7.2 6.6 6.6 6.6 6.6 6.6
Other current liabilities 13.3 6.4 11.0 11.6 11.6 11.6 11.6 11.6
Current liabilities 397.6 432.9 484.1 5445 580.9 626.2 615.8 607.8
Total liabilities 477.6 502.1 599.5 675.5 709.8 743.3 729.0 722.0
Total liabilities and equity 980.7 1,010.6 1,175.3 1,242.1 1,303.2 1,354.3 1,365.2 1,378.2
Net Debt 247.2 298.7 384.5 408.6 427.7 430.7 414.6 406.0
Net debt/EBITDA 29 4.1 3.7 4.5 4.0 3.7 3.3 3.1
Capital employed 630.9 677.2 750.5 783.0 837.3 857.0 865.5 875.8
ROCE 7.8% 5.2% 8.0% 4.5% 5.8% 6.3% 7.2% 7.8%
Net working capital 343.9 379.9 405.2 422.0 473.8 499.4 517.7 536.4
NWC days 121 112 112 105 106 109 109 108

Source: Company data, WOOD Research
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Cash flow

BGN'm 2017 2018 2019 2020 2021E 2022E 2023E 2024E
Revenue from contracts with customers 1,058.6  1,201.7 1,2154 13756 14816 15983 1,686.9 1,745.3
Payments to suppliers -950.6 -1,142.1 -1,1440 -1,341.0 -1,4449 -1,530.8 -1,590.3 -1,654.3
Payments for wages and social security -94.3 -110.7 -120.3 -129.2 -140.2 -147.0 -153.5 -158.1
Taxes paid, net -57.2 -56.2 -62.1 -63.4 -73.0 -77.5 -81.3 -84.4
Profit tax paid, net -6.1 -8.2 -8.5 -7.9 -6.9 -7.8 -9.3 -10.4
Paid interest and bank fees on WC loans 5.4 -6.2 -8.0 9.1 -9.3 -10.5 -10.9 -10.3
Exchange rate differences, net -1.3 -0.9 0.2 -2.3 0.0 0.0 0.0 0.0
Other proceeds/(payments), net -2.0 -1.3 -1.2 -2.0 -2.0 -2.0 -2.0 -2.0
Net cash flows used in operating activities -58.3 -123.8 -128.4 -179.2 -194.7 -177.4 -160.3 -174.2
Purchase / disposals of PP&E and intangible asset, net -17.3 -27.2 -39.0 -24.7 -47.9 -48.9 -44.1 -44.7
Purchase / disposals and dividends from equity investments, net -0.8 -1.3 -1.3 -4.9 -3.3 -2.0 -2.0 -2.0
Purchase / disposals subsidiaries, net -44.2 -1.3 7.3 0.9 0.8 0.0 0.0 0.0
Purchase / disposals of associated and JVs, net -1.4 -0.2 4.6 0.0 0.0 0.0 0.0 0.0
Transactions with non-controlling interests, net -9.8 -2.1 -5.7 -4.8 0.0 0.0 0.0 0.0
Change in loans to related parties -2.0 -7.6 -66.3 32.6 0.0 0.0 0.0 0.0
Change in loans to third parties, net -2.5 -2.3 -6.2 0.9 0.0 0.0 0.0 0.0
Interest received on loans and deposits 1.2 1.0 2.7 1.8 0.0 0.0 0.0 0.0
Other proceeds/(payments), net -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0
Net cash flows used in investing activities -76.8 -41.2 -104.2 1.5 -50.4 -50.9 -46.1 -46.7
Change in short-term banks loans 11.6 48.9 32.2 -21.3 30.0 43.0 -20.0 -13.0
Change in long-term banks loans 27.0 -8.8 17.3 -6.7 1.9 -21.3 -4.0 -2.7
Change in loans from third parties -0.5 -0.2 -0.2 -0.1 0.0 0.0 0.0 0.0
Proceeds from factoring 131.3 153.6 200.8 243.9 247.0 255.6 260.6 271.0
Interest and taxes for factoring paid -0.3 -0.3 -0.4 -0.4 -0.5 -0.6 -0.6 -0.6
Interest and bank fees on investment purpose loans -2.6 -1.3 -1.4 -1.7 -1.6 -1.4 -1.1 -1.0
Finance lease payments -1.7 -2.2 -13.1 -16.8 -16.8 -16.8 -16.8 -16.8
Purchase of treasury shares -17.0 -0.9 -0.8 0.3 0.0 0.0 0.0 0.0
Dividends paid -15.5 -22.6 -35 -22.6 -9.0 -10.6 -18.9 -21.9
Other 3.2 0.2 5.0 1.0 0.0 0.0 0.0 0.0
Net cash flows from financial activities 135.4 166.5 235.9 175.7 250.8 247.9 199.2 215.0
Increase / decrease in cash and equivalents 0.3 15 3.2 -2.0 5.7 19.6 -7.2 -6.0
FCF 44.9 -11.0 10.1 64.8 1.0 27.3 54.2 50.1
Source: Company data, WOOD Research
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Important disclosures

This investment research is published by WOOD & Company Financial Services, a.s. (“‘WOOD&C0o") and/or one of its branches who are authorised and
regulated by the Czech National Bank (CNB) as Home State regulator and in Poland by the Polish Financial Supervision Authority (KNF), in Slovakia by the
National Bank of Slovakia (NBS), in Italy by the Companies and Stock Exchange Commission (CONSOB) and in the UK by the Financial Conduct Authority
(FCA) as Host State regulators.

This investment research was prepared by WOOD&Co with financial assistance from Taipei China through the TaiwanBusiness EBRD Technical Cooperation
Fund managed by the European Bank for Reconstruction and Development (“‘EBRD’). Neither EBRD nor Taipei China has had any editorial rights or other
influence on the content of this investment research. Neither EBRD nor Taipei China makes any representation or warranty or assumes any responsibility or
liability in relation to the contents of this investment research or reliance thereon. The views expressed in this investment research are those of WOOD&Co
and can in no way be taken to reflect the official opinion of EBRD or of Taipei China. EBRD may, as of the date hereof or in the future, have an investment
in, provide other advice or services to, or otherwise have a financial interest in, certain of the companies and parties contained or named in this investment
research or in their affiliates.

This investment research was completed on 24/06/2021 at 18:45 CET and disseminated on 25/06/2021 at 07:30 CET.
WOOD&Co’s rating and price target history for Sopharma in the preceding 12-month period:

Date Rating Date PT
06/07/2020 SELL — initiation of coverage 06/07/2020 BGN 3.00
25/06/2021 BGN 3.48

A history of all WOOD&CO0’s investment research disseminated during the preceeding 12-month period can be accessed via our website at
https://research.wood.com.

The meanings of recommendations made in WOOD&Co’s investment research are as follows:

BUY: The stock is expected to generate total returns of over 15% during the next 12 months as measured by the price target.

HOLD: The stock is expected to generate total returns of 0-15% during the next 12 months as measured by the price target.

SELL: The stock is expected to generate a negative total return during the next 12 months as measured by the price target.

RESTRICTED: Financial forecasts, and/or a rating and/or a price target is restricted from disclosure owing to Compliance or other regulatory/legal
considerations such as a blackout period or a conflict of interest.

NOT RATED: Suspension of rating after 30 consecutive weekdays where the current price vis-a-vis the price target has been out of the range dictated by the
current BUY/HOLD/SELL rating.

COVERAGE IN TRANSITION: Due to changes in the Research team, the disclosure of a stock’s rating and/or price target and/or financial information are
temporarily suspended.

As of the end of the last calendar quarter, the proportion of all WOOD&CO0’s investment research vis-a-vis the proportion of subject companies that were
investment banking clients over the previous 12 months is as follows:

BUY HOLD SELL Restricted NOT RATED Coverage in transition
Equity Research Coverage 55% 37% 8% 1% n.a. 1%
IB Clients 1% 1% n.a. 1% n.a. n.a.

Any prices of financial instruments quoted in this investment research are taken as of the previous day’s market close on the home market unless otherwise
stated.

Details of the methodologies used to determine WOOD&CO0’s price targets and risk assessment related to the achievement of the targets are outlined
throughout the most recent substantive report/note on the subject company.

It should be assumed that the risks and valuation methodology presented in daily news or flash notes, and not changing WOOD&Co’s estimates or ratings,
are as set out in the most recent substantive research report/note on the subject company and can be found on our website at https://research.wood.com.

WOOD&CO0’s policy is to update investment research as it deems appropriate, based on developments in the subject company, sector or market that may
have a material impact on the views or opinions stated in the investment research.

WOOD Research Disclosures (as of 25 June 2021)
Company Disclosures
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PGNiG 5
Philip Morris CR 5
PKN Orlen 5
PKO BP 4,5
PZU 4,5
Romgaz 5
Santander Bank Polska 5
Siauliu Bankas 1,2, 4
Tauron 5
TBC Bank 3
Ten Square Games 3
Transelectrica 5
Transgaz 5
Warsaw Stock Exchange 5
# Description
1 The company currently is, or in the past 12 months was, a client of WOOD&Co or any of its affiliates for the provision of corporate finance/investment banking services.
2 In the past 12 months, WOOD&Co or any of its affiliates have received compensation for corporate finance/investment banking services from the company.
3 In the past 12 months, WOOD&Co or any of its affiliates have been lead manager or co-lead manager of a publicly disclosed offer of the company’s financial instruments.
4 In the past 12 months, WOOD&Co or any of its affilates have acted as broker to the company
5 WOOD&Co or any of its affiliates are market maker(s) or liquidity provider(s) in relation to financial instruments of the company.
6 In the past 12 months, WOOD&Co or any of its affiliates have provided to the company any services set out in Sections A and B or Annex | to the Directive 2014/65/EU of

the European Parliament and of the Council, other than services listed under points 1, 3, 4 or 5 above, or received compensation for such services from the company.

7 The authoring analyst or any individual involved in the preparation of this investment research have purchased/received shares in the company prior to a public offering of
those shares; and the price at which they were acquired along with the date of acquisition are disclosed above.

8 The authoring analyst or any individual involved in the preparation of this investment research has a direct ownership position in securities issued by the company.

9 A partner, director, officer, employee or agent of WOOD&Co and its affiliates, or a member of his/her household, is an officer, or director, or serves as an advisor or board
member of the company.

10 WOOD&Co or its affiliates hold a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the company, calculated in accordance with
Artcle3 of Regulation (EU) No 236/2012 and with Chapters Il and IV of Commission Delegated Regulation (EU) No 918/2012.

11 The company owns more than 5% of the total issued share capital in WOOD&Co or any of its affiliates.

The authoring analysts who are responsible for the preparation of this investment research have received (or will receive) compensation based upon (among
other factors) the overall profits of WOOD&Co, which includes corporate finance/investment banking, sales and trading and principal trading revenues.
However, such authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific activities,
or to recommendations contained in the investment research. One factor in equity research analyst compensation is arranging corporate access
events/meetings between institutional clients and the management teams of covered companies (with the company management being more likely to
participate when the analyst has a positive view of the company).

WOOD&Co and its affiliates may have a corporate finance/investment banking or other relationship with the company that is the subject of this investment
research and may trade in any of the designated investments mentioned herein either for their own account or the accounts of their clients, in good faith or
in the normal course of market making. Accordingly, WOOD&Co or their affiliates, principals or employees (other than the authoring analyst(s) who prepared
this investment research) may at any time have a long or short position in any such designated investments, related designated investments or in options,
futures or other derivative instruments based thereon.

WOOD&Co manages conflicts of interest arising as a result of preparation and publication of research through its use of internal databases, notifications by
the relevant employees and Chinese Walls as monitored by Compliance. For further details, please see our website at https://www.wood.cz/mifid-
information/.

The information contained in this investment research has been compiled by WOOD&Co from sources believed to be reliable, but (with the exception of the
information about WOOD&Co) no representation or warranty, express or implied, is made by WOOD&Co, its affiliates or any other person as to its fairness,
accuracy, completeness or correctness. WOOD&Co has not independently verified the facts, assumptions, and estimates contained herein. All estimates,
opinions and other information contained in this investment research constitute WOOD&Co’ judgement as of the date of this investment research, are subject
to change without notice and are provided in good faith but without legal responsibility or liability.

WOOD&Co salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this investment research. WOOD&CO0’s affiliates, proprietary trading
desk and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this investment
research.

This investment research is provided for information purposes only and does not constitute or form part of an offer or invitation or solicitation to engage in
investment activity or to buy or sell any designated investments discussed herein in any jurisdiction. As a result, the designated investments discussed in this
investment research may not be eligible for offer or sale in some jurisdictions. This investment research is not, and under no circumstances should be
construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the
business of a securities broker or dealer in that jurisdiction.

This investment research does not have regard to the investment objectives, financial situation or particular needs of any particular person. Investors should
consider this report as only a single factor in making their investment decision and obtain advice based on their own individual circumstances before making
an investment decision. To the fullest extent permitted by law, none of WOOD&Co, its affiliates or any other person accepts any liability whatsoever for any
direct or consequential loss arising from or in connection with the use of this investment research.

For United Kingdom or EU Residents:

This investment research is for persons who are eligible counterparties or professional clients within the meaning of Directive 2014/65/EU of the European
Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU and is
exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 (or any analogous legislation) on the communication of
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only to persons of a kind described
in Article 19(5) (Investment Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended).

For United States Residents:

This investment research distributed in the United States by WOOD&Co, and in certain instances by Brasil Plural Securities LLC (“Brasil Plural”), a U.S.
registered broker dealer, only to “major U.S. institutional investors”, as defined under Rule 15a-6 promulgated under the U.S. Securities Exchange Act of
1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (“SEC”). This investment research is not intended for
use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional
investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to WOOD&Co or to Brasil Plural.
Analyst(s) preparing this report are employees of WOOD&Co who are resident outside the United States and are not associated persons or employees of
any U.S. registered broker-dealer. Therefore the analyst(s) are not be subject to Rule 2711 of the Financial Industry Regulatory Authority (‘FINRA”) or to
Regulation AC adopted by SEC which, among other things, restrict communications with a subject company, public appearances and personal trading in
securities by a research analyst. Any major U.S. Institutional investor wishing to effect transactions in any securities referred to herein or options thereon
should do so by contacting a representative of Brasil Plural. Brasil Plural is a broker-dealer registered with the SEC and a member of FINRA and the Securities
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Investor Protection Corporation. Its address is 545 Madison Avenue, 8th Floor, New York, NY 10022 and its telephone number is 212-388-5613. WOOD&Co
is not affiliated with Brasil Plural or any other U.S. registered broker-dealer.

The views and sentiments expressed in this investment research and any findings thereof accurately reflect the analyst’s truthful views about the subject
securities and or issuers discussed herein.
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Date Company/Sector Title Analyst

24/06/21 Arena Hospitality Group A promising start to the season Bram Buring, Alex Boulougouris
23/06/21 Bank of Cyprus Discount vs. peers still too high Alex Boulougouris, Can Demir
23/06/21 Hellenic Bank Unlocking value for shareholders Alex Boulougouris, David Lojkasek
22/06/21 Ozon Ecosystem or retailer? Dmitry Vlasov, lldar Davletshin
18/06/21 OTE Shall we roam in Greece this summer? Piotr Raciborski, Atinc Ozkan
18/06/21 Anadolu Efes The land where beer is cheap Jakub Mician, Atinc Ozkan

16/06/21 EME Macro/Strategy: Kazakhstan COVID-19 risks may weigh on growth Alessio Chiesa, Raffaella Tenconi
16/06/21 Sirma Group Holding A better year is here Pawel Wieprzowski, Piotr Raciborski
16/06/21 Komercni Banka Vitamin D(ividend) benefits Marta Jezewska-Wasilewska, David Lojkasek
15/06/21 Dom Development Better late than never Jakub Caithaml, Alex Boulougouris
15/06/21 Brisa Deleveraging, pandemic yields (dividend) fruit Bram Buring, Atinc Ozkan

10/06/21 Piraeus Bank Transformation story Alex Boulougouris, Can Demir
10/06/21 Arcelik M&A and guidance upgrade boost our PT Jakub Mician, Atinc Ozkan

09/06/21 Inter Cars Let it grow... and make money Pawel Wieprzowski, Maria Mickiewicz

Although the information contained in this report comes from sources WOOD & Company believes to be reliable, we do not guarantee its accuracy, and such information may be incomplete or condensed. All
opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This report is for information purposes only and is not intended as an offer or

solicitation with respect to the purchase or sale of any security.





